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The purpose of this report is to present findings and 
recommendations of the Joint Committee on Higher Education in the 
state of Washington. The specific mandate of the Committee in this 
instance was to study the retirement programs currently in force at 
the various state institutions of higher education and to make any 
necessary recommendations concerning the existing programs, including 
any legislation necessary to meet the reccr'mendations . Some of the 
recommendations of the Committee are: (1) ahe fundamental provisions 
of the formula which provides retirement benefits for faculty members 
in all systems of higher education in Washington State should be 
parallel. (2) A formal retirement goal should be adopted, providing 
the following: At age 65 and after 25 years of service, a retirement 
income based on a joint and two-thirds survivor annuity, equivalent 
to 5 0% of the average compensation of the highest 2 years' service. 
(3) That portion of retirement benefits generated by supplementation 
should be extended to the sx^rviving spouse at actuarially reduced 
rates. (U) Retirement annuity and supplementation payments should be 
exempted from the inheritance tax. (Author/HS) 
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By the terms of Senate Resolution 71-111, the Joint 
Committee was directed to study, with the advice and 
assistance of t-ie Public Pension Commission, ^'the .retire- 
ment programs currently in force at the various state 
institutions of higher education/' 

In its deliberations, the Joint Committee id9pted the 
goal of achieving equity in retirement systems for faculty, 
both as among the universities, the state colleges, and 
the community colleges, and as related to retirement pro- 
grams for other public employees. The legislative proposal 
which was developed was designed to bring state policy in 
this field into consonance for the first time. 

The report of the Joint Committee on Higher Education 
is submitted herewith for your consideration. We believe 
that the recommendations, which envision both legislative 
action and implementation by the governing bodies of the 
institutions, will accomplish the goal described. 



Sen. Joe Stortini 
Tacoma 



Governor Daniel J. Evans and 
Members of the Legislature: 



Respectfully submitted, 




GORDON SAND I SON 
Chairman 
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FACULTY RETIREMENT IN HIGHER EDUCATION 
(S, R. 71-111) 



PURPOSE • , * 

The purpose of this report is to present findings and 
recoinmendations in compliance with Senate Resolution 1971-Ex, 111, 
which requested the Joint Cominittee on Higher Education, with 
the advice and assistance of the Public Pension Commission, to 
"study the retirement programs currently in force at the various 
state institutions of higher education and to make any necessary 
recommendations concerning the existing programs, including any 
legislation-. necessary to meet the recommendations . " (See Ap- 
pendix A) 

RECOMMENDATIONS 

The Committee recommends the following: 

The fundamental provisions of t2ie formula which 
provides retirement benefits for faculty members 
in all systems of higher education in Washington 
State should be parallel. 

2. A formal retirement goal should be adopted ^ provid- 
ing the following : At age 65 and after 25 years 
of service f a retirement income based u pon a joint 
and twc^ thirds survivor annuity f equivalent to 50 
percent of the average compensation of the highest 
two years of service, including TIAA dividends f 
but exclusive of Federal Social Security. 

J, To meet the new retirement goal, the following pro- 
visions some of which require legislation, and 
some of which can be accomplished by action by the 
respective boards of regents or trustees should 
be adopted : 

a. The current supplement to TIAA/CREF benefits , 
which is paid to bring the total retirement 
payment to a guaranteed minimum, should be 
calculated on the ""dsis-of SO percent of 
the average compe ati of the highest two 
years of service , junstead of the average of 
the last 'ten years. (Requires legislation) 



I 

jb. Contribution rates by both the employer - 
and the employee should be increased for 
persons aged 3 5 and older to 7,5 percent 
of salary. (Requires legislative authority 
for the community colleges , and requires 
appropriation ) 

c . Faculty members at all institutions should 
be given the option at age 50 to increase 
their retirement contributions to 10 per- 
cent of salary, the employer to match that 
amount* (Requires legislative authority 
for the community colleges / and would re- 
quire appropriation) 

d. To the greatest possible extent, the faculty 
retirement program should be funded entirely 
through regular contributions to TIAA/CREF , 
but where this is not possible, supplementa- 
tion should be made available to all faculty 
members not only those employed before 
October 1, 1955. (Requires legislative 
authority.for the community colleges, and 
would require appropriation) 

e. The basis for calculating supplementation 
should be as follows: (1) as if the retiree 

. had selected a joint and two-thirds survivor's 
option including dividends ; (2) as if all 
TIAA/CREF contributions had been made on a 
50-50 basis; and (3) as if the retiree had 
taken the 10 percent option at age 50. (Does 
not require legislation) 

That portion of retirement benefits generated by sup- 
plementation should be extended to the surviving 
spouse at actuarially reduced rates. (Requires legis- 
lation) 

Retirement annuity and supplementation payments should 
be exempted from the inheritance tax. (Requires legis- 
lation) 

Retirement and other non-salary benefits for faculty 
members in higher education should be subject to 
continuing review by the four-year institutions and 
by the State Board for Community College Education . 
(Does not require legislation) 



BACKGROUND 



In contrast to the traditional programs for state 
employees, retirement benefits for most faculty members in 
institutions of higher education are funded through what is 
known as a "money-purchase" annuity plan, usually administered, 
through a private carrier. The biggest such carrier in the 
United States — with more than 2 , 000 institutions participating 
is the Teachers Insurance Annuity Association of America and 
College Retirement Equities Fund (commonly known as TIAA or 
TIAA/CREF) . The major attraction of such a program is that 
it provides faculty members — who are much more mobile than 
most professional people — with a means of building up an 
accumulation of funds for retirement which is "portable, " 
that is, which continues to build even though the faculty 
member may transfer employment several times during his 
career. 

Faculty members at the two universities iri Washington 
State have been members of the TIAA/CREF system/since 1939 , 
and at the state colleges since 1957. Soon after:' the state's 
community college system was established, faculty members in 
the two-year schools were given an option to join TIAA or to 
stay with systems to which they had formerly belonged (primarily 
the Teachers Retirement System) ; those employed subsequent to 
1969 have been required to join TIAA if they were, ;:not already 
members of WSTRS or PERS . Approximately half of the faculty 
members of the community college system were members of 
TIAA/CREF in the 1971-72 academic year. 

Over a period of several years, faculty meml)ers at the 
four-year institutioxis became concerned that the benefits of 
their retirement program were not keeping pace with the revi- 
sions that were being made in other benefit formulas, and 
initiated a dialog with their respective administrations which 
resulted in several studies and a mass petition requesting im- 
provements in the system. Senate Resolution 71-111 was an out- 
growth of these developments. 

In response to the resolution, the Joint Committee created 
a special task force composed of legislators; staff of the 
Joint Committee, the Public Pension Coxranission, the State Board 
for Community College Education, and the Coiahcil on Higher 
Education; and faculty and administrative representatives of 
the universities, the state colleges, and the community colleges 
(see roster. Appendix B) . 
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Several v/orking agreements were paramount for this study; 
chief among these was the consensus that the primary objective 
would be to seek equity in faculty retirement formulas, both 
as between retirement programs, and as among the three elements 
of the higher education system in the state (the universities, 
the state colleges, and the community colleges) . 



FINDINGS 

Shortly after this study was undertaken, the 1972 Special 
Session of the Legislature made substantial revisions in the 
Public E:-nployees Retirement System (PERS) program (Ch. 151, 
Laws of 1971, 2d Ex), Chief among these was a shift from the 
former pension-annuity concept to a guaranteed-benef it plan. 
The new goal is retirement at age 55 after 2S years of service, 
with a guaranteed minimum of 50 percent of the highest con- 
secutive two years' compensation, hvt with a provision that 
benefits can go as high as 60 percent. 

As the deliberations continued during 1972 , several 
developments were taking place among the institutions'. The 
Council of Faculty Representatives of the six four-year schools 
presented a series of recommendations to their Council of Presi- 
dents. The regents of the two universities, after retaining 
the actuarial >:irm of fUlliman and Robertson to review the 
faculty recojranendation*:., concluded that there were deficiencies 
in the system and adopted a set of uniform recommendations for 
revision of the retirement formula. The Council of Presidents 
approved the overall proposal adopted by the universities' re- 
gents, and the trustees of each of the state colleges accepted 
it in principle. The State Board for Coimunity College Educa- 
tion has the proposal under consideration, and is expected 
to act as soon as the item can be formally scheduled on an 
agenda. 

Comparison of existing retirement formulas revealed con- 
siderable disparities, not only among the major retirement 
programs, but also among the institution^ of higher education 
themselves. (See comparison tables , Appendix C) . The more 
significant differences will be outlined in turn in this report. 

Retirement guararitee . Under tlie current statutes (see 
Appendix D) , faculty members covered by TIAA at the universities 
receive retirement benefits under a combination of a money-purchase 
annuity and a state-funded supplement to bring the minimum payment 
to the equivalent of 50. percent of the average compensation of 
the highest 10 years of service r This supplementation is ava:ilab.le 
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only to faculty members employed before October 1, 1955. 
Faculty at the state colleges and TIAA participants at the 
community colleges receive only the proceeds of the annuity, 
without supplementation. 

As outlined above, the new guarantee of the PERS system 
is the equivalent of 50 percent of the highest consecutive 
two years' compensation, and can reach 60 percent. 

Survivors* benefits. Under TIAA, all faculty members 
have several options as to the method by which retirement 
benefits may be collected. One of these is a single-life 
annuity in which the retiree receives regular payments for the 
rest of his life. Some faculty members have taken options-which 
permit reduced benefits during retirement, in order to provide 
some continued benefits to a surviving spouse after the retiree's 
death. The so-called joint and two-thirds survivors' option is 
not available with respect to supplementation for university 
retirees, which in some cases has meant considerable hardship 
for widows of retirees. 

Survivors I options at reduced rates are available for 
the full benefit package under both Teachers and PERS. 

Contribution rates. The pattern of contribution rates 
varies considerably, and is relatively complex (see Appendix C) . 
In summary, at the two universities, the employee rates — 
which are matched by the employer — are as follows: 



UW 



WSU 



Under age 35 



5% of salary 



5% of salary 



Over age 35 



5% of $4, 800 

7 1/2% above $4,800 



5% of $9,000 

7 1/2% above $9,000 



Oyer age 50 
(Optional) 



10% of salary if 
over 40 when partici 
paticn begins 



5.4% of $9,000 
then 10% above $9,000 
(not dependent on 
age of entry) 



' The rate differentials .after age 35 were established as an 
offset to Federal Social Security benefits, and are frequently re- 
ferred to as ''step-rating" or "the Social Security corridor." 



At the state colleges , the basic contribution rate is 
4*5 percent of the first $4,800 salary^ and 7,5 percent above 
$4,800, with no option for higher contributions after age 50 • 
At the community colleges, the TIAA contribution is a .flat 
5 percent of all remuneration. The Teachers ^ contribution 
is 5 percent. The newrates for PERS are employer share, 7 per- 
cent of all compensation, employee share, 6 percent, without 
the Social Security corridor (effective July 1, 1973) . 

The TIAA/CREF Isplit, As the TIAA/CREF annuity program 
has evolved, a faculty member may now elect to have a portion 
of his contributions invested under the more traditional TIAA 
plan, and another portion invested in the growth equities pro- 
vided by CREF. The rationale for this option is to provide a 
hedge against inflation . The contribution "split" options vary 
among the institutions (see Appendix C) . This feature, .like 
portability, is not available under other state systems. 

Inheritance taxatioii^of retirement benefits. It was learned 
that, unlike the situation with other public retirement benefits, 
TIAA annuity death benefits are not specifically exempt from the 
state's inheritance tax. 



CONCLUSIONS 

A wide range of proposals for revision in the retirement 
for;mula were considered. Those upon which consensus was reached 
included- the following: 

Retirement goal. While ther^e was considerable discussion 
of making the faculty formula parallel to PERS, Task Force mem- 
bers generally agreed that there must be some tradeoff to take 
into account the special advantage of portability in TIAA.. 
The consensus on this subject is reflected in Recommendation #2r 
which provides that "A formal retirement goal should be adopted r 
providing the following: At age 65 and after 25 years of service, 
a retirement income based upon a joint and two-thirds^ survivor' 
annuity, equivalent to 50 percent of the average compensation of the 
highest two years of service, including TIAA dividends, but exclusive 
of Federal Social" Security ." 

Survivors ' benefits . It was agreed that a survivorship 
option should be extended to all retirement bt:;4iefits. Recom- 
mendation #4 provides "That portion of retirement benefits 
generated by supplementation should be extended to the surviv- 
ing spouse at actuarially reduced rates." 
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Contribution rates. In order to meet the retirement goal, 
it was concluded that contribution rates would need to be in- 
creased to approximately 7 1/2 percent by both the employer 
and employee. This would include full separation of retirement 
contributions from Social Security- Recommendation- # 3b provides, 
"Contribution rates by both the employer and the employee should 
be increased to 7 . 5 percent of salary." 

Supplementation . A basic assumption is that the new contri- 
bution rate structure would ultimately eliminate the need for sup- 
plementation. Undoubtedly, however, supplementation will continue 
to be necessary for some time to cover faculty members who have 
been contributing under the lower rates. To make the system as 
equitable as possible, several policy changes are necessary: 

1. Supplementation should be available to all faculty, 
not just those employed before October 1, 1955, at 
the two universities; Recommendation #3d provides 
"To the greatest possible extent, the' faculty retire- 
ment program should be funded entirely through regular 

' contributions to TIAA/CREF , but where this is not 

possible, supplementation should be made available to 
all faculty members, not only those employed before 
October 1, 1955. 

2. All faculty members should be given the option of 
increasing their contribution to 10 percent of salary 
after age 50, that amount to be matched by the em- 
ployer. In addition, the supplement should then be 
calculated as though the 10-10 option had been taken. 
This in effect reduces the potential cost of supplemen- 
tation by encouraging members to participate at the 
higher level. Recommendations #3c and #3e (3) pro- 
vide as follows: "Faculty members at all institutions 
should be given the option at age 50 to increase their 
retirement contributions to 10 percent of salary, the 
employer to match that amount" and "as if the 
retiree had taken "the 10 percent option at age 50." 

Miscellaneous recommehdations . Retirement benefits for 
faculty should fee exempt from the inheritance tax, as is true 
for PERS (see Recommendation #5) > and faculty benefits should V 
be the subject of continued study (see Recommendation #6) . 



* * * ; * * * 
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CALCULATING COSTS OF RECOMMENDAT I ONS 



One of the major staff responsibilities in this study was 
to provide supporting fiscal data for the recommendations. The 
basic data were furnished by institutional representatives; for 
the universities by David E * Williams, Director of Personnel 
Services for University of Wa.shington; for the state colleges, 
by Bob Carr, Director of the Office of Interinstitutional Busines 
Studies r with the assistance of the colleges' finance officers; 
and for the community colleges, by Dr.. Gil Carbone, Assistant 
Director for Policy and Research of the State Board for Community 
College Education. 

As noted earlier in the report, the Seattle firm of Millimer 
and Robertson did an extensive survey of the recommendations i'o:^' 
the universities. To complement that study, the Joint Committee, 
with the cooperation of the state colleges and the State Board 
for Community College Education, retained Milliman ana Robertson 
to estimate the cost of extending supplementation to the state 
college and community college faculty in TIAA. Their report to ' 
the Joint Coitimittee is attached as Appendix F.. To support the 
inquiry by Milliman and Robertson, George Harrison, Second Vice 
President of TIAA-CREF, furnished data on the accumulations of 
individual participants. Sincere appreciation is due to all 
of the-;e individuals for their timely cooperation. 

The details of the costs of the recommendations are in- 
cluded in the attached fiscal note (see Appendix D) . The 
three major elem.ents which will carry additional costs are: 
(1) extending supplementation to all faculty members to 
attain the banefit goal; {2) increasing the contribution rate 
to 7 1/2 percent, so that the effective contribution rate by 
both employer and employee reaches the level where it can 
most nearly approach the benefit goal;rand (3) providing for 
faculty members to take the 10 percent contribution option 
at. age 50. In summary, the preliminary cost estimates , are 
as follows: - 



Biennial Cost 



Increasing the contribution rate 
to 7 1/2 percent 



$2,486,752 



Incre^asing the contribution rate 
to 10 percent at age 50 



653,575 



, Extending supplementation 



646,000 



TOTAL 



$ 3,786,327 



Calculating the costs of retirement benefits is a highly 
complex effort, and requires a number of assumptions, including 
projected faculty sal ' 5es, enrollment projections 

which affect the tc f faculty positions, life ex- 

pectancies, earninc ec ...i for investments, and so on. 

The volatility of ax. ese elements lend considera ie un- 

certainty to fiscal estimates. However, the basic data for 
the universities, plus the calculations for supplementation 
at all institutions^ were provided by Milliman and Robertson. 
The specific calculations for the fiscal note were provided 
by the four-year institutions and by the State Board for 
Community College Education. 
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SENATE RESOLUTION 
1971 - Ex, 111 



By Senators Francis E. Holman, Elmer Huntley, 
Bruce A. Wilson and Gordon Sandison 



WHEREAS, The faculties of the respective state institu - 
tions of higher education are currently covered under a private 
retirement program, Teacher's Insurance and Annuity Association/ 
College Retirement Equities Fund / which provides for investment 
of funds; and 

WIIEREASy A failure of a private retirement plan to- pro- 
vide an adequate retirement income for members would place a 
possible burden upon state taxpayers ; and 

WHEREAS, There exist differences in the coverage, con- 
tribution rates, and programs of retirement under TIAA/CREF at 
the various state institutions of higher education in the state; 

NOW, THEREFORE, BE IT RESOLVED, By the Senate, That the 
Joint Committee on Higher Education, with the advice and assist- 
ance of the Public Pension Commission, is requested to study the 
retirement programs currently in force at the various state 
institutions of higher education and to make any necessary 
recommendations concerning the existing programs, including any 
legislation necessary to meet the recommendations; and 

BE IT FURTHER RESOLVED, That the results of the study 
and any recommendations be presented to the members of the 
1973 Legislature prior to January, 1973. 



I, Sidney R. Snyder, Secretary of the 
Senate, do hereby certify this is a 
true and correct copy of Senate Reso- 
lution No. 1971 - Ex. Ill adopted by 
the .Senate May 10, 1971. 



IDNEY'R. SNYDER 
Secretary of the Senate 
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FISCAL NOTE 

APPENDIX D 
Jt. Committee on Higher Education 

Responding Agency Title Code No" 



Requested By 



Reviewed By OPP&FM 



REQUEST NUMBER 

Concerning 

SB NO. HB NO. 

Original . . ^ 

House Committee Amendment □ 
Senate Committee Amendment □ 

Engrossed House Bill □ 

Engrossed Senate Bill........ □ 

Substitute □ 



Bill Requested By: Executive □; Department □; Legislative Committee JpHE 



Title 



New Program or Activity □; Change in Existing Program or Activity XX 



Title of Bill: An Act Relating to . 



Faculty Retirement Benefits 



ESTIMATED FISCAL IMPACT OF PROPOSED LEGISLATION 



A. Revenue Impact l>y Fund and Source: 



BIENNIAL IMPACT 



: FIRST YEAR SECOND YEAR TOTAL 
Increase (Decrease) increase (Decrease) Increase (Decrease) 



FIVE-YEAR 
IMPACT 



Increase (Decrease) 



Fund Title: 



Source Title: 



State 



Federal 



Local 



TOTAL 



B. Expenditure Imp ict hy Source of Funds: 



Fund Title: 



State 



Federal 



Local 



TOTAL 



C. Expenditure Impact Detail: 



Man Years 



Salaries and Wages 



Personal Service Contracts 



Goods and Services 



Travel 



Equipment 



Employee Benefits 



$1,777,056 



$L996.271 



$3,786,327 



SIL 085, 321 



Grants and Subsidies 



Debt Service 



Capital Outlay: 



Land 



Buildings 



Improvements Other Than Buildings 



TOTAL ^ 



$1,777,056 



$1,996,271 



Barbara Howard 



D. Attach Explanation of Estimate 
(Use Form FN-2) 

Prepared By 

Revised 12/7 2 *See detail on explanatory sheets 



$3,786,327 glL085,321 



Title 



Date 



3 



Form FN-2 (10-70). 



FISCAL NOTE 



JMnt ...commit te on H.ig.he.r.....E.d.uca t io.n , ^^Q^EST NUMBER 

Responding Agency Title Code No. Concerning 

SB NO. HB no" 

Date Submitted 



The major faculty retirement programs in higher education in 
Washington consist of "money-purchase*' annuity formula with the 
Teachers InsuranGa Anniiity Association and the College Retirement 
Equities Fund (THAA/CI^) . Several proposals have been made which 
are designed to accomplish a new formal goal for such programs:- 

At age 65 anoi: after 25 years of service, a 
retirement iuBcome bas'.ed upon a joint and two- 
thirds survi:s3ror annul ty equivalent to 50 
percent of the average compensation of the 
highest two years of service including TIAA 
divicif-nds , but exclusive of Federal Social 
Security^ 

Three of these proposals will involve an increased fiscal 
impact above the "pjresent ins tiitational (and therefore, state 
general fund) expenMitun^s for 3:etireme:nt. These include: 
(:1). providing tiat the n^etirement contirlbntion rates will equal 
7.5 percent of total salary; (21/ granting the option of 10 per- 
ceimt matching contaributlons after a.^e 50; and (3) providing supple- 
mentation for all !E1AA. ±acultY^ ^^^m^ at the universities, the 
state colleges, and thiS community colleges to bring the TIAA annuity 
up %o the retirement goal. 

The preliminary calculations have been furnished by repre-' 
seEdtatives of the institutions , detail of which are shown on 
the following pages, togiether with general assumptions on which 
they were based. 
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FISCAL NOTE 



Joint Committee on Higher Education REQUEST NUMBER.. 

Respondine Agency Title Code No; Concerning 



SB NO. 



HB NO. 



Date Submitted 



UW 



WSU 



Comm, Colls. 



Increase contribution 
rate to 7 1/2% 



1st 


year 


$100,000 


$260,000 


$581,152 


2nd 


year 


165,000 


268 ,100 


678 ,492 


3rd 


year 


170,100 


276,500 


742,338 


4-th 


year 


175,400 


285,100 


811,413 


5th 


year 


180,900 


294 ,000 


851,984 



10/10 


option at age 50 








1st 


year 


142,000 


N/A 


51,464 


2nd 


year 


, 153,400 


N/A 


67,489 


3rd 


year 


165,700 


N/A 


83,168 


4 th 


year 


179,000 


N/A 


100,249 


5 th 


year 


193,300 


N/A 


118,828 



Supplementation at 
"highest two" level 



1st. year 






170,000 


85,000 




6,000 


2nd year 






190,000 


111,000 




7,000 


3rd year 






210,000 


144,000 




8,000 


4th year 






230, 000 


187,000 




10,000 


5th year 






248,00 0 


243,000 




12,000 


TOTAL 


2-yr 


impact 


$980, 000 


$724,100 


$1 


,391,597 


TOTAL 


5-yr 


impact 


$2,732,400 


$2,153,700 


$4 


,129,577 
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FIS AL NOTE 



Joint Committee on Higher Education REQUEST NUMBER 

Responding Agency Ti tie * Code No. Concerning 

SB NO. HB NO. 



Date Submitted 





cwsc 


EWSC 


TE3C 


wwsc 


Increase contribution 








rate to 7 1/2% 










1st year 


$69,408 


$16,333 


$25,920 


$67,536 


znQ year 


TO n A c 
/ J f / 4 O 


d. / J 'J H U 


0 X f J? 0 0 


/ X , / D / 


3rd year 


78 ,355 


18,424 


38,016 


76,242 


4th year 


83,252 


19,576 


44,064 


81,007 


5th year 


88 ,455 


20,8 00 


50,112 


86, 070 


10/10 option at age 


50 








1st year 


$35,896 


$30,667 


$ 6,139 


$42,541 


2nd year 


38,140 


32,560 


8,079 


45,200 


3rd year 


40,524 


34,595 


10,472 


48,025 


4th year 


43,057 


36,757 


13,044 


51,027 


5th year 


45,748 


39, 054 


16,122 


54,216 


Supplementation at 










"highest two" level 








1st year 


$ 2,000 


$ 5,000 


$ 


$26, 000 


2nd year 


5,000 


9,000 




30,000 


3rd year 


11,000 


14,000 




36,000 


4th year 


20,000 


21,000 




43 ,000 


5th year 


32, 000 


33, 000 




52, 000 


TOTAL 2-yr Impact 


$224,190 


$110,900 


$72,106 


$283,034 


TOTAL S-yr impact 


$666,581 


$348 ,106 . 


$243,936 


$810,621 
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FISCAL NOTE 



Joint Committee on Higher Education 



REQUEST NI^MBER 



Responding Agency Title 



Code No. 



Concerning 



SB NO. 



HB NO. 



Date Submitted 



SUMMARY OF FISCAL NOTE ASSUMPTIONS FOR THE UNIVERSITIES 



Increase of Contribution Rate to 7 1/2% 

1. It is estimated that this benefit will apply to 70 and 87% of 
eligible faculty and civil service exempt staff at UW and WSU respective 
who axe on general fund budgets. (The numbers of participants at the twc 
universities differ because of the number of self-sustaining and grant 
budgets .) 

2. Sint:e the projected staff growth is expected to be approxi- 
mately 3% per year, general fund cost is estimated to increase at that 
rate from the first year. 

3. Salary increases will not affect the level of expenditures, sir 
most salary increases will occur at the level above the so-called "Socia 
Security corridor." 

4. First-year cost estimates are based on the budgeted general 
fund projections for the two universities for the biennium 1973-75. 



10/10 Option at Age 50 

1. General fund expenditures are estimated to apply to 20% of 
eligible participants and 50% of those eligible will elect the ten perce 
contribution. (it is estimated at the. UW that 20% of participants are 
over age 50 and from present experience, 50% of those eligible will 
elect the option,) 

2. Salaries are anticipated to increase at the rate of 5% per year 

3. The number of participants selecting the option is expected to 
increase 3% per year. 



Supplementation at "Highest Two" Level 

1. Approximately 75% of eligible retire^es at UW and 95% of eligibl 
retirees at WSU would be paid from state operating funds . (The percent 
of eligible retirees varies between the two universities because the 
difference is related to the namber of persons on self-sustaining budgets 

2. Using the first- and fifth-year pro jections for cost of supple- 
mentation estimated for the two universities by Milliman and Robertson, 
the general fund expense is expected to increase proportionately during 
those five years. 
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FISCAL NOTE 



Joint Cpiimiittee REQUEST NUMBER 

Responding Agency Title Code'No"; Concerning 

SB NO. Hb'no" 

Date Submitted 1 



SUMMARY OF FISCAL NOTE ASSUMPTIONS FOR COMMUNITY COLLEGES 



The estimates are consistent with the staffing and salary increases 
requested in the community college 1973-75 operating budget proposal, 
and adjust the part-time/full-time faculty ratios to achieve a better 
system-wide balance • 

Increase of Contribution Rate to 7 1/2% 

The current contribution rate for the community colleges is 
5%. Built into the estimates are assumptions covering current salary 
averages, staff increases due to increases in enrollment, the budget 
formula "increase, and budget requests for salary increases . The 
estimates cover both 10 -month and 12 -month salary contracts. 

10/10 Option at Age 50 

The estimates assume that all faculty would take the 10/10 
option, which is probably high, but that is offset by the fact that 
this group is likely to, be receiving higher than average salaries. 

Supplementation 

Figures for the first, second, and fifth year were provided by 
the actuarial firm of Milliman and . Robertson; the third and fourth 
year figures follow the apparent progression established by the other 
three . 



SUMMARY OF FISCAL NOTE ASSUMPTIONS FOR THE STATE COLLEGES 
Increase of Contribution Rate to 7 1/2% 

The fiscal staff at each affected state college provided the 
first-^'year figure, with the exception of -I'he Evergreen State College . - 
It was as Slimed that the number of positions affected would remain 
constant, due to stabilizing enrollments, but that the costs would^ 
increase due to salary increases and turnover by 6.25% each year. 

The figures for The Evergreen State College assume growth, plus 
turnover and salary increases of 6.25% each year. 



Form FN-2 (10-70). 



FISCAL NOTE 



Jqint^^C^ Higher Education 



REQUEST NUMBER. 



Responding Agency Title 



Code No. 



Concerning 



SB NO. 



HB NO. 



Date Submitted 



10/10 option at Age 5 0 . . 

Same as indicated for increasing rate. 

Supplementation 

Estimates for all four state colleges were provided by the firm 
of Milliman and Robertson, Inc. consulting actuaries for the first, 
second, and fifth year shown in the fiscal note. The third and 
fourth year figures are estimates based, on the progression " indicated 
by the figures provided by Milliman and Robertson. 
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APPENDIX E 





1 


AN ACT Relating to retirement plans, including old age annuities, for 




2 


faculty aeobers and other eRployees of institutions of higher 




3 


education, public and private, and to the taxation of certain 




U 


benefits accruing therefroa; amending section 28B.10.U00, 




5 


chapter 223, Laws of 1969 ex. sess. as amended by section 1, 




6 


chapter 261, Laws of 1971 ex. sess. and RGB 28B. 10.400; 




7 


aiBendlng section 28B. 10.405, chapter 223, Laws of 1969 ex. 




8 


sess. as anended by section 2, chapter 261, Laws of 1971 ex. 




9 


sess. and EtCH 285. 1 0. 405; aaending section 28B.10.410, chapter 




10 


223, Laws of 1969 ex. sess. as amended by section 3, chapter 




11 


261, Laws of 1971 ex. sess. and RCM 28B. 10.410; anending 




12 


section 28B. 10.415, chapter 223, Laws of 1969 ex. sess. as 




13 


amended by section 4, chapter 261, Law;s of 1971 ex. sess. and 




14 


RCW 28B.10.415; amending section 5, chapter 261, Laws of 1971 




15 


ex. sess. and RCH 28B.10.417; amending section 28B.10.420, 




16 


chapter 223, Laws of 1969 ex. sess. and RCW 28B. 10. 420; 




17 


amending section 1, chapter 8, Laws of 1965 ex. sess. and RCH 




18 


83.20.030; repealing section 28B« 50. 570, chapter 223, Laws of 




19 


1969 ex. sess. and BCH28B. 50.570; repealing section 46, 




20 


chapter 283, Laws of 1969 ex. sess. and RCW 28B.50.571; 




21 


repealing section 47, chapter 283, Laws of 1969 ex. sess. and 




22 


RCW 28B. 50. 572; repealing section 48, chapter 283, Laws of 




23 


1969 ex. sess. and RCW 28B.50. 573; repealing section 49, 




2H 


chapter 283, Laws of 1969 ex. sess. and RCW 28B.50.574; 




25 


repealing section 50, chapter 283, Laws of 1969 ex. sess. , 


O 


26 


section 2c chapter 79, Laws of 1970 ex. sess. and RCW 


ERIC 


27 


28B.50.575; declaring an emergency; and making an effectlTe 



1 date. 

2 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON: 

3 Section 1. Section 28B.10.U00, chapter 223, Laws of 1969 ex. 

4 sess. as amended by section 1, chapter 261^ Lavs of 1971 ex. sess. 

5 and RCW 28B. 10.400 are each aaended to read as follovs: 

6 The boards of regents of the state universities ((attd))^. the 

7 boards of trustees of the state colleges^ and the stjte board for 
3 £2£aailiiX 99^l^g?. a^asalLifiE are authorized and eapowered: 

9 (1) '^o assist the faculties and such other eaployees as ( (^he 

10 bMsrda of regents of the st^tte tiitiYetaities o« the beards 9€ trustees 

11 d* the state eoiieges)) a p y sjjch Jbo§rd aay designate in the purchase 

12 of old age annuities or retirenent incoae plans under such rules and 

13 regulations as ((the beards ef regents er the beards ef trustees ef 

14 said iastittstiens) ) asi SUSfe boagd aay prescribe. County 

15 agricultural agents^ honie denonstration agents, 4--H club agents, and 

16 assistant county agricultural agents paid jointly by the Washington 

17 State University and the several counties shall be deeaed to be full 

18 time eaployees of the Washington State University for the purposes 

19 hereof; 

20 (2) To provide^ under such rules aad regulations as any such 

21 board aay prescribe for the ( (ifistitntion) ) f §calt^ aga be f s or ot her 

22 eap^OYees under its supervision, for the retireaent of any such 

23 faculty aenber or other eaployee on accoant of age or condition of 

24 health, retireaent on account of age to be not earlier than the 

25 sixty-fifth birthday: PfiOVIDED, That such faculty aeaber or such 

26 other eaployee nay elect to retire at the earliest age specified for 

27 retireaent by federal social security lav: PROVIDED FOHTHER, That any 

28 suppleaental payment authorized by subsection (3) of this section and 

29 paid as a result of retireaent earlier than age sixty-five shall be 

30 at an actuarially reduced rate; 

3; (3) To pay to any such retired person 0£ his suipv^y^^fg spouse ^ 

32 each year after his retireaent, an aaount vhich, vhen added to the 

ER^C^ amount of such annuity or retireaent incoae plan received by hiB O£ 



iiis surviving spouse in such year^ will not exceed fifty percent of 
the average annual salary paid to such r eti red person for his ((iast 
^en)) hi£hest two years of full tiae service at ((stteh)) an 
institution of hiflher edjisaiioni P Boy iD g p^ HOtf Eygg^^ That if sjigh 
ESii£§^ 2££soji 2£ior to his reti£eBent elected a supplemeptajL payaent 
sijEvivors O£tion^ anj such su£2leagai£i £aUDents ^o su£h retired 
£§E§2a 2E kiS sjirviviaa gggage sh^i bg actuarialix ££du2ed rates. 

Sec. 2. Section 28B. IC^iOS, chapter 223, Lavs of 1969 ex. 
sess. as amended by section 2, chapter 261, Laws of 1971 ex. sess. 
and RCW 28B,10.U05 are each amended to read as follows: 

Members of the faculties and such other enployees as are 
designated by the boards of regents of the state universities^ ( ) 
the boards of trustees of the state colleges^ of ^he st^te board for 
SSaiiiaill coll^ggg SiilSaltian shall be required to contribute not less 
than five percent of their salaries during each year of full time 
service after the first two years of such service toward the purchase 
of such annuity or retirement income plan; such contributions may be 
in addition to federal social security tax contributions, if any. 

Sec. 3. Section 28B. lO.UlO, chapter 223, Laws of 1969 ex. 
sess. as amended by section 3, chapter 261, Laws of 1971 ex. sess. 
and RCW 28B. 10.U10 are each amended to read as follows: 

The boards of regents of the state universities^^ the 
boards of trustees of the state colleges^ or the state board fo£ 
commjinitjr college education shall pay aot more than one*half of the 
annual premium of any annuity or retirement income plan established 
under the provisions of RCW 28B. 10.U00 as amended ig sgction 2 of 
this 1222 ameadatogY act. Such contribution shall not exceed ten 
percent of the salary of the faculty member or other employee on 
whose behalf the contribution is made. This contribution may be in 
addition to federal social security tax contributions made by the 
boards, if any. 

Sec. U. Section 28B. 10. U15, chapter 223, Laws of 1969 ex. 
sess. as amended by section chapter 261, Laws of 1971 ex. sess. 



1 and RCH 28B. 10. 415 are each anended to read as follows: 

2 The boards of regents of the state universities^ the 

3 boards of trustees of state colleges^ or the state board for 
a coamunitx cojl j .e qe educj^ti on shall not pay any aaount to be added to 

5 the annuity or retireaent incone plan of any retired person who has 

6 served for less than ten years in one or Bor§ of the state 

7 ( (aniYersities oc stete c«iieg«s) ) institutions of higher educat ion^ 

8 In the case of persons who ^ave served nore than ten years but lesH 

9 than twenty-five years to aaount shall beipaid in excess of four 

10 percent of the aoiount authorized in subdivisian (3) of RCH 28B. 10.400 

11 as aPgfljed 3,6 s^ct j^Qa 1 of this 1 973 aa< ?pd§t ogx gct^ multiplied by 

12 the number of years of full tine service rendered by such person. 

13 Sec. 5« Section 5, chapter 261, Laws of 1971 ex. sess. and 

14 RCH 28B. 10.417 are each aaended to read as follows: 

15 (^) A faculty aeaber or other employee designated by the board 

16 of trustees of his respective state college as being subject to an 

17 annuity or retirement income plan and who, at the time of such 

18 designation^ is a member of the Washington state teachers^ retilenent 

19 system, shall retain credit for such service in the Washington state 

20 teachers' retirement system and except as provided in subsection (2) 

21 of this section, shall leave his accumulated contributions in the 

22 teachersi_ retirement fund. Opon his attaining eligibility for 

23 retirement under the Washington state teachers* retirement system, 

24 such faculty member or other employee shall receive from the 

25 Washington state teachers' retirement system a retirement allowance 

26 consisting of an annuity which shall be the actuarial equivalent of 

27 his accumulated contributions at his age when becoming eligible for 

28 such retirement and a pension for each year of creditable service 

29 established and retained at the time of said designation as provided 

30 in RCW 41.32.497 as now or hereafter amended. Anyone who on July 1, 

31 1967, was receiving pension payments from the teachers* retirement 

32 system based on thirty-five years of creditable service shall 

33 thereafter receive a pension based on the toal years of creditable 

E-4 



1 service established with the retireaent systea: PBOVIDED, HOWEVER, 

2 That any such faculty meMber or other employee who, upon attainment 

3 of eligibility for retirement under the Washington state teachers* 
U retirement systea, is still engaged in public educational eaployaent, 

5 shall not be eligible to receive benefits under the Washington state 

6 teachers' retireaent systen until he CCTrse^ such public educational 

7 eaployaent. Any retired faculty aeaber or other employee who enters 

8 service in any pmblic educational institution shall cease to receive 

9 pension payments while engaged in such services PROVIDED FURTHER, 

10 That such service, may be rendered up to sev«>nt y-five days in a school 

11 year without redurrtrion of pension. 

12 (2) A faculty meaber or other employee designated by the board 

13 of trustees of his respective state college as being subject to the 

14 annuity and retirement income plan and who, at the time of such 

15 designation, is a aember of the Washington state teachers' retirement 

16 system may^ at his election and at any time, on and after midnight 

17 June 10, 1959, terminate his membership in the Washington state 

18 teachers' retirement system and withdraw his accumulated 

19 contributions and interest in the teachers' retirement fund upon 

20 written application to the board of trustees of the Washington state 
2\ teachers' retirement system. Faculty members or other employees who 

22 withdraw their accumulated contributions, on and after the date of 

23 withdrawal of contributions, shall no longer be members of the 

24 Washington state teachers' retirement system and shall forfeit all 

25 rights of membership, including pension benefits, theretofore 

26 acquired under the Washington state teachers' retirement system. 

27 iil A fasjiltjt meg^gr 2£ ga£l21SS dgsiaaatgd b^ thg stat^ board 
2B fo£ Sommiiri4^£ £2ll§£& &4U£SU2& §L§ be^M to ea£tic4£2j^ ifi 

29 an afisaiii 2£ isiimgai iasais Elaa §M siiSA lfe§ tii§ 2I sush 

30 designat ion^, is a ££Sife£I 2f the W^gh^ggtoy state teachfi£sl retj^remeflt 

31 SIS^M or its washinato^ gmglQieesj retireme nt system may 

32 £h225S to eitheri ja) Coiit^ inui^^as member in 

33 ail^gr the Washiaajton sfestg t^gaSilSESi EfitiSSlSat §Tstg^ gj; the 
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WashinaiSa JBiiblic gajgio^SSSi ISiiiSlgnt sisteo^ or J^l at his 
SlgSiion Bade githec iil witliin 2M, 21 tkS ^it§ he f irst bec omes 

£iuiM.^M§ f 21 a££k£tshi£ in an^ ISti£ei£flt £ian adO£ted hi t he st§te 
^QC coaaunity s^le^a fidugation or at s^sk late£ tioe w^gn 

hg .sa il MXS Ssst £stablighe^ sufficient ret ireagnt credit in ibhe 
WasfaSsotrm!^ st§tgi teg^her sj;, r^tireneqt isystea 0£ iiaSliinat^n gufellc 
em£is2§S€^ £g33£e£aS.i S^tSi t2 aiiaiill i2E: de^eyred retireaent 
aliowcinc^g^ c himise tgi lA)^ £2ntiaSfi ail isaCiilSA poo cont yi^but inq 
member ilL ei tlfeffir; the Was hin gton sta te teatghers' ceticea ^nt system or 
the 5i^M=Sat2Il ^b lic emploYe^s* ret ireaer^t sy ste a and gai^ticipate in 
ihe ^et^^en t ot: ann iji^ £U£Suant to RCW 2_8B, 10 ,aOO 

thrgssi' 2BBiJ0^a2.Q ^2 now or he rea fter aa^ad ed^ or IB]^ terninate his 
memb ers hip in the lashiagtori state te ^che^sl ret ireaent sjggteg og the 
Wasfeiaaton fiafeliS §aEi2Ifi£S^ EStiESasrit systea a pd partic;vpate in the 
EStiESasm 2E annuity plan gidopted Rur gii aDt to RCW 28B^ lO ^UQO through 

28Bxifiifi20 as now 2£ ilgESaliSE aSJSSdsie. A fasnitl aSSiJSE 2E eapjloye^ 
HhQ £h22§£s to tejEaiaate nsab§Eshi£ in t^ gg^sjiipgtqn s^atg teaichegs;^ 
E^liESlSSSl sj^tea o£ the Sa§kiaal2fl PabJ^i^c ejLEi2I2S§l getiremjgnt 
s^ste^ Sai ILiiMEai tiS aSSUaiilatSd contri|3Utions a ad inte£§st i|i the 
i§a£]lS£§I £Sti£gaent fund or ^he £abii£ ^MlSZ^S.^ j^et^reaei^t £unjt 
a£2a SEiiiga a2£li£aii2a t£ iiS b2aE^ og t£ustegs of the appropriat e 
EgiiESagfit sisltera^ lasalil a§al2££S 2E eapjt Oyees wt^o wit^E^w their 

accamaiaigd £2alEi2iali2ss 2a aai ailsE tkfi ^ai£ 2i aiik^Eaitai 2f 

£2aiEibutionSj|. sha^i no loaagE be £eBbg£s of ^he ilashiaal2a sta^e 
teachersj, re tire aent systea or thg ga^sbingtgn Mbii£ Sl£i2IgS§i 
EgliEgagai sistga and shail £2£fsii aii liaiits of aeabe^st^iPi 
including pension benefitSj^. lkgESt2l2£S aSflHiEgd jin^£ the gashjeHgton 
statg teachgrgl retigeaen;^ systea or the W^sl^ inq t^on jg^bjlig eapj^oyees* 
IgtiESaSfll systgBj PHOVifiEfi^ guph faculty aeabor or ejplgyee 

}lh2jL itE2a atta ^naent 2f giiai^iii^ for retireaent under: th e 
. j}a:g^3i%ptoa State tgachgrsi rgtiEgag^g^ gashie gto g public 

eaaaQ^yeiysl ^et^reaept systea is stiXjl engsggjl in EMbjic gd ucatlopal 
ea gfo ya^Lt^ ^e^ not bg ej^igib^e to rgcgi^e bfiaMAlS ^sder such 



^ EfitiESSSfli s^stea uRtii hg 5§a§S§ SiiSii kiiSliS edu cation al ^aplqyaent, 

2 An^ Igtij^ed lag^lt^ fi§a^§£ 2E §S£i9IS2 §Jlie£s sgrvice in am 

3 £iiblic edgcatiorial ia§li£liti2a §il4.^ SfiaSjg to Igcgijte pension 
^ fiMESIlis illilg §Iia§a£d in S]i£h sa^vicgi E^OY IDSD, TJ^ service naj^ be 
5 ££ndgEed u£ to §e veati:;:|ii2 ^ilS. 4 s gbooj. jear yj^t^ojit redijjgtion 

7 Sec, 6. Section 28B. chapter 223, Laws of 1969 ex:. 

8 sess. and RCH 28B.10-'i20 are each aaended to read as follows: 

9 ( (Bniveraity fseftcliifif ) ) Faculty aeabers or other eaployees 
"10 designated by the boards of r eg ents of the st ate univer sities^ the 
'^^ kOsLL^S. 2l iEiiSi^aS 2£ ttlS state coileges^ or the state boa^d for 

12 comBuniti colJ.eae education fiMESiiaili t2 s ^c ti^ons ^ l^rasiaiL 5 Sl£ this 

13 1973 argn da tpry act shall be retired froa { (teacking) ) their 
1t» efiEiaiSgai Siill their iastitutios^s of highe r educe^ti gn not later than 

15 the end of the academic year next following their seventieth 

16 birthday. 

17 Sec. 7. Section 1» chapter 8, Laws of 1965 ex, sess. and RCM 

18 83.20.030 are each aaended to read as follows: 

19 The right of a person to a pension, annuity or retirenent 

20 allowance, any optional benefit, any other right accrued or accruing 

21 to any person under ((«6W)) Title 41 RCtf or unde£ anx retire aent or 

22 pension system established SE ill Sf Eg£l l2E fiSiiiil 2E gSEiailgS at 

23 ilistitijti2a§ o£ hfjgher edasati2£4- includ i&g private institutions of 
2U higher edij[cation^ shall be exeapt from inheritance tax. 

25 NEW S ECTION^ Sec. 8. The following acts or parts of acts are 

26 each repealed: 

27 (1) Section 28B.50.570, chapter 223, Laws of 1969 ex. sess. 

28 and RCW 28B.50.570; 

29 (2) Section a6,. chapter 283, Laws of 1969 ex. sess. and RC« 

30 28B.50.571; 

31 (3) Section 247, chapter 283, Laws of 1969 ex. sess. and RCW 

32 283.50.572; 

ERiC 33 (U) Section «*8, chapter 283, Laws of 1969 fiX. sess. and RCW 



1 28B. 50,573; 

2 (5) Section U9, chapter 283, Laws of r«69 ex. sess. and HCtf 

3 28B.50.57a; and 

4 (6) Section 50, chapter 283, Laws of 19;'69 ex, sess,, section 

5 2, chapter 79^ Lavs of 1970 ex. sess. and BCW 288. 50, 575. 

6 Such repeals shall not be construed as affecting any existing 

7 right acquired under the provisions of the statutes repealed; nor any 

8 rule, regulation, or order adopted pursuant thereto, nor as affecting 

9 any proceeding instituted thereunder. 

10 NEW SECTIO N, Sec. 9. If any provision of this 1973 

11 aaendatory act, or its application to any person or circumstance is 

12 held invalid, the remainder of the act, or the application of the 

13 provision to other persons or circumstances is not affected. 

1^ SECTION . Sec. 10. This 1973 aaendatory act is necessary 

15 for the inaediate preservation of the public peace, health and 

16 safety, the support of the state governaent and its existing public 

17 institutions, and shall take effect on July 1, 1973. 
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APPENDIX F 



ALLA\ O. At-ri.LC..'., f-: £ A 
««ICM-M A BAH.ET. r. S A. 
JAMEtij " t3E.WCtHrT.rC A.S 

o»:ofif<r u otwRv. r- 5 a. 

T HON' AC. f Bi. -iTAt^Ntv. F S.A. 
foRfUNO V t>C *«. A 
ROBCM' M C^AMFJElC'^Atr^. I.A 
MiLTC;»i r CHAyKiEM r s a. 
OA«rc^J H. CLErJNCN t: S.A 

CHAP^CO f> C*»A/^rcMD. F C- A 

jamcs a cuf'Tis. r A 

OAR*" t CAW L MAS. r. S A 

»o'M wr .H. OP* er E.?». r s. A 

RODERtr J. OTMOWSiM. r. S. A 
JOHN S. ECf.CWI. r S A 
RICMAPD v%. LWC- CNBEWO^M. r S. A 
WiLLIAM A. MALVORSON. F, & A 

PAUL c. '-1A0T. r S.A. 

FtNTON p. ISAACSON. F. S.A. 



MILLIMAN & ROBJiirrSON. in^c. 
CO N s i; x-T 1 N o A c: t i ; ,v r< i s 

©1-4 SECONO AVENUE SEATTLE, VMSHINGTON 96I0J 



November 13, 1972 



JAY M. JAFTE, F. S A. 

HOWARD r*. hAYTDN. r S A. 

dUfaERT E ftt-RiMS. r s A 

F. W. MLDOURNE. F S A . F. C A. S. 

ANDREW C LANG, r s A 

LEONARD P J. LCONG. F. C A. 

O. ALAN L»TTLE. F. S A. 

W J. M.cOiNNiTiE. F S A , r C A.S 

DANIEL J. McCAPTHV, f. A 

WENDELL MILUMAN. F. ««,A. 

JOSE.PH C.NC3ACK. r Z- -=« 

RAYMOND C PINCZKOV.-Snl. r S A. 

JAMfclS H, RlCGS. F. S A 

LTUAPT A. ROBERTSON, r A. 

FJOBCRT D. 5HAt3|«o. F. S A. 

WILLJAM O. SMITH, r. S A 

DENIS J. SULLIVAN. F S A 

ROBERT c;.TOOr\E.r. F. 5 A 

OEHALO G. TOY. F. S.A. 

RICHARD A. WINHCNWERCER. F S. A 



Mr. J. Arnold Bricker 

Joint Cominitioc on Higlier Education 

Room 218 

House Office. Building 
Olympia, Wasliington 98504 

Dear Mr. Bricker: 

We have completed a study to determine the costs of a revised retirement system for the State 
colleges and commur.it>' colleges in tlie State of Washington. The revised retirement system studied 
was identical with the University of Washington and Washhigton State University Retirement 
Systems as modified by the Board of Regents of each institution in September, 1972. These 
revised systems provide for supplementation of retirement benefits payable from TlAAand CREF 
to bring such benefits up to a miiiimum level established by a formula in the retirement systems. 
The cost of such supplementation for each of the State colleges and the entire community college 
system for various years of operation under the revised system are summarized below: 



State Colleges ' Community 





Central 


Western 


Eastern 


Evergreen 


Colleses 


1st Year 


S 2,000 


$ 26,000 


$ 5,000 


$ - 


$ 6,000 


2nd Year 


5,000 


30,000 


9.000 




7,000 


5t!i Year 


32,000 


52,000 


33,000 




■ 12,000 


10th Year 


72,000 


100,000 


71,000 




38,000 


15 til Year 


90,000 


123,000 


82,000 


1,000 


116,000 


20th Year 


90.000 


124,000 


76,000 


3,000 


201,000 


25th Year 


67,000 


95,000 


56,000 


4,000 


185,000 
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If the revised retiremonL system as adopted by the two universities were adopted, it would, in 
addition to providini: for supplementation and certain other changes, require that tiie matchinu 
contribution rates by the employee and institution to be transmitted to TIAA-CREF be increased 
over those matching contribution rates currently in force in these retirement systems. The costs 
above do^ not include the increased cost as a result of increasing the matching contributions, 
but only illustrate the cost of the supplemental benefit required to bring the TIAA-CREF benefit 
up to the minimum level specified in the revised system. 

In projecting such costs we have utilized the same actuarial assumptions as we used for the actuarial 
study of the University of Washington and Washington State University Retirement Systems in 
a report dated June 14, 1972 except that all projections assume that the investment return on 
botli the TIAA-CREF investment fujuls would be 7-1/2% per annum compounded annually. The 
above costs of supplementation do not anticipate any adjustment in the level of benefits being 
made to current retirees. ^ 

In completing these projections we took into account the current TIAA-CREF balances of each 
employee and his years of service with each institution and further assumed that each employee 
would retire at the age of 65. 

The amount of supplementation required for the existing employees is dependent, among other 
things, on the prior levels of matciiing contribution rates to the existing systems and the period 
of time tluit such employees had participated in the systems. We made nrojections for hypothetical 
new employees and came to the conclusion that if the actuarial assumptions utilized in t!5ese 
calculations were realized, anyone who entered the system under the age of 51 would require 
no supplementation. Anyone who entered the system after the age of 51 would require some 
supplementation, " . 

We made a similar study for the current employees using 'Easteni Washington State College as 
a sample. We found that there were very few employees under the age of 45 who would receive 
supplementation, that about :50% of those from age .45 to 50 would receive supplementation 
and that virtually ever^'one older would receive it. 

Eastern Washington State College had 175 employees included in tiie study of whom 85 would 
receive supplementation. On the average, supplementation will amount to 14% of the total benefit 
payable to a current employee who will recei^^e supplementation and this percentase could 
reasonably be expected to hold for the ether colleges as well. If the assumptions utilized in 
this study are realized, this percentage wHl be less for new employees hired after the systems 
are revised. 
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Our study of the existing employees over the age of 40 led to a conclusion that approxhnately 
5(y/o of this group would be entitled to some supplementation in their benefits. It sliould be 
readily understood that the amount of supplementation is dependent upon the realization of 
the actuarial assumptions utilized and further dependent upon the size of the employee group. 
That is, even if the actuarial assumptions are utilized but the staff at an institution should increase, 
the amount of supplementation will increase accordingly. 



Sincerely, 




RichiiTd A. Winkenwerder, F.S.A. 
• Consulting Actuar>^ 
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